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The Strategic Pivot: Why Gulf NOCs
are Rethinking the Mega-Merger

Why Gulf national oil companies are moving away from mega-mergers and what their
new strategic approach means for upstream consolidation and regional energy power.
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THE SHORT ANSWER

Why are Gulf NOCs stepping back from mega-mergers?

ADNOC's withdrawal from the $19 billion Santos bid and Saudi Aramco's move to raise its
MidOcean Energy stake to 49% show Gulf NOCs shifting from full takeovers to risk-adjusted
partnerships. They are choosing to secure LNG volumes and trading advantage without taking
on the regulatory and operational risk of owning assets outright.
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In this briefing

01 The Santos Wall: Valuation Meets Regulation

02 The MidOcean Model: The Proxy Play

03 Strategic Drivers: Volume Over Vanity

04 Key Takeaways for Business Development
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The Santos Wall: Valuation Meets Regulation

XRG, an ADNOC subsidiary, and its consortium partners withdrew their $19 billion bid for
Australia's Santos Ltd, the most significant M&A correction of 2025, officially citing
commercial disagreements over valuation.

Regulatory friction is rising: acquiring a strategic asset in a Tier-1 jurisdiction like
Australia now draws intense scrutiny from foreign investment review boards, adding a
political risk premium to full takeover bids.

Operator risk also weighed: running assets like Santos's Barossa or Gladstone LNG projects
exposes a Gulf NOC to local environmental activism, labor disputes and tax changes that
can outweigh the value of the reserves.
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FIG.54.01  ·  DATA

The Santos Wall: Valuation Meets Regulation

Deal Outcome Value/Stake

ADNOC (XRG) bid for Santos Ltd Withdrawn $19 billion

Saudi Aramco stake in MidOcean Energy Increased 49%

FIGURES AS STATED IN THE FULL DOSSIER; ESTIMATES MARKED AS SUCH.
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The MidOcean Model: The Proxy Play

Saudi Aramco took a different route, increasing its stake in MidOcean Energy to 49% and
effectively outsourcing its M&A engine to a specialized vehicle.

MidOcean, managed by institutional investor EIG, acquires the assets, such as stakes in
four Australian LNG projects and Peru LNG, and handles regulatory approvals and
operational partnerships.

As major shareholder, Aramco secures LNG offtake for its trading desk, avoids the
sovereign buyer label that complicates Western deals, and gains multi-geography exposure
for a fraction of a takeover's cost.
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Strategic Drivers: Volume Over Vanity

The shift reflects one realization: you don't need to own the well to trade the gas.
Checkbook diplomacy, buying entire companies outright, is fading fast across the region.

It is being replaced by sophisticated joint ventures, equity-light offtake agreements, and
investments in agile midstream vehicles that deliver volume without full ownership risk.
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Key Takeaways for Business Development

Target the vehicle, not the asset: sellers should structure deals as partnerships or
minority equity opportunities rather than full divestments.

The trading desk is king: any deal bringing flexible, destination-free LNG cargoes will be
prioritized over fixed-asset acquisitions by both ADNOC and Aramco.

Jurisdiction matters: expect capital to move away from difficult regulatory environments
like Australian M&A toward transactional markets or US Gulf Coast brownfield expansions.
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What matters

01 ADNOC's XRG withdrew its $19 billion bid for Australia's Santos Ltd, citing valuation
disagreements after facing regulatory and operator-risk headwinds.

02 Saudi Aramco raised its stake in MidOcean Energy to 49%, letting EIG-managed MidOcean
handle acquisitions, approvals and operations on its behalf.

03 The strategic logic is that you don't need to own the well to trade the gas: securing
flexible LNG offtake now matters more than owning fixed assets.

04 Full sovereign takeovers in Tier-1 jurisdictions like Australia now carry a rising
political risk premium from foreign investment review boards.

05 Business development should target minority equity or partnership structures, not full
divestments, and prioritize deals that feed the trading desk.
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Continue the analysis

FULL DOSSIER, SOURCES & FAQ:

https://projectfifty4.com/the-strategic-pivot-why-gulf-nocs-are-rethinking-the-mega-merger/
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